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enterprise. In the one case bankers help to send prices up;
in the other to bring them down. It is tempting, therefore,
to lay the blame for industrial fluctuations at the door of
the banks, and to argue that a monetary or credit policy
which aimed at keeping prices steady would reduce the danger
of crises.

It is probably true that a stable price-level would diminish
the risk of fluctuations, but it is exceedingly doubtful if it would
eliminate them altogether. As we shall see when examining the
other theories, more factors than rising and falling prices go to
the production of crises. Moreover, the action of the bankers,
in which the supporters of this theory see an explanation of
industrial fluctuations, is really only a symptom of them.
Bankers advance credits easily during the boom period, because
they share the confidence which is infecting the whole business
community. And they cut down their advances during the
slump, because they are affected by the general panic. But this
explains nothing. What we want to know is why business con-
ditions produce such opposite frames of minds at different
times. The action of the bankers is no more a cause of crises
than the high temperature of a patient is the cause of fever.

(6) A second group of theories find the explanation of crises
in over-production. Industry has enormous productive powers.
For a period of years (the boom period) it goes on producing
in excess of demand. Then a halt has to be called until the
accumulated stocks are worked off. This is a very popular
explanation of crises, but there are serious difficulties connected
with it. Since the days of J. B. Say (1767-1832), economists
have decisively rejected the notion that general over-production is
possible. Goods exchange against goods. If all producers
double their output, the same ratio of exchange is maintained,
and there is no crisis. On the contrary, the world is richer and
more prosperous than before. The over-production which
causes fluctuations, then, must be partial, i.e. confined to certain
trades. But that is difficult to reconcile with the general
depression that affects all trades during a crisis. A further
perplexity is that prices rise during the period when, according